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Kaiser Resources Ltd., a publicly-held 
company incorporated in British Col- 
umbia, is primarily a producer of metal- 
lurgical coal used in steel making. The 
Company operates both surface and 
underground mines and coal proces- 
sing facilities at Soarwood, British Col- 
umbia. It also operates the Pacific 
Coast port of Roberts Bank, near Van- 
couver, through its wholly-owned sub- 
sidiary, Westshore Terminals Ltd. 


Executive Offices 

2600 Board of Trade Tower 
1177 West Hastings Street 
Vancouver, B.C. 

V6E 2L1 


Mining Operations 
Box 2000 
Sparwood, B.C. 
VOB 2G0 


Port Operations 
Westshore Terminals Ltd. 
Roberts Bank 

Delta, B.C. 

V4K 3N2 


Annual Meeting 

The annual meeting of shareholders 
will be held on May 25, 1976 at the 
Bayshore Inn, 1601 West Georgia 
Street, Vancouver, B.C. at 11:00 a.m. 
local time. 


Form 10-K 

A copy of the Form 10-K, filed with the 
United States Securities and Ex- 
change Commission, is available 
without charge upon request to the 
Public Affairs Department at the Com- 
pany's executive offices in Vancouver, 
British Columbia. 
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Kaiser Resources Ltd. operates North 
America’s only underground coal mine 
using the hydraulic mining technique. 
Considered to be one of the most ef- 
ficient underground coal mining 
methods, hydraulic mining uses water 
under high pressure to cut the coal 
from sloping seams. Over 10 percent 
of Kaiser Resources’ total coal produc- 
tion is mined using this advanced 
technology. 


Highlights 
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Tonnage figures in this report represent long 
tons of 2,240 pounds unless otherwise stated. 


Financial information presented above should 
be read in conjunction with the consolidated 
financial statements and other financial data in- 
cluded in this report. 


$ 29,639,000 


OSES ST SS SS S| 


To Our Shareholders 


Kaiser Resources achieved record earnings, sales revenue 
and production in 1975. 


Consolidated net earnings more than doubled to $71.2 mill- 
ion or $2.83 per share from $24.2 million or $1.01 per share in 
1974. Sales increased to $260 million, up 82 percent from 
1974. The dramatic improvement in earnings and sales re- 
sulted primarily from negotiated base price increases and 
cost escalation increases obtained under the long-term 
sales contract with our Japanese customers. During 1975 
the price for our metallurgical coal rose by 73 percent to 
$52.40 per ton. 


Production of clean metallurgical coal improved 12 percent 
to 5.6 million tons. 


Marketing 

Although worldwide steel production began a sharp decline 
in the second quarter of 1975, the Company and its Japan- 
ese customers concluded agreements to increase the an- 
nual volume of metallurgical coal under the long-term sales 
contract. The agreements with Mitsubishi Corporation pro- 
vide for a total increase of 250,000 tons a year in two stages 
—to4.6 million tons in 1975 and to 4.75 million tons annually, 
plus or minus five percent, effective April 1, 1976. 


Looking forward, the Japanese market should be viewed 
cautiously in the near term. Sharply curtailed steel produc- 
tion has diminished the demand for metallurgical coal. There 
are slight signs of recovery in the Japanese economy but 
little increase in demand can be expected before late 1976. 


We recently concluded negotiations with our Japanese 
customers and an agreement was reached to reduce the 
base price of our metallurgical coal by $1.50 per ton, effec- 
tive April 1, 1976. Under the agreement, the Company will 
continue to receive escalation to cover cost increases. The 
new contract calls for an April 1, 1977 price review, subject to 
arbitration in the event of no agreement. Taking the price 
reduction into consideration and after the application of 
pending or approved escalation for mineral land taxes, ma- 
terials, labor and pension cost increases, the price of coal 
under the contract is expected to be approximately $53.30 
per ton, retroactive to April 1, 1976. Tonnage under the 
contract remains unchanged. 


We are successfully pursuing other international oppor- 
tunities. We have concluded a five-year agreement begin- 
ning in 1976 to deliver 1.3 million tons of metallurgical coal to 
a Korean steel company. We expect to amend this agree- 


ment to increase the amount to 4.1 million tons between 1976 
and 1985. The Company has also agreed to sell 475,000 
metric tons to a Mexican steel company over three years 
beginning in 1976. A trial shipment of 50,000 metric tons was 
sold to Italy in March of 1976 and could lead to a long-term 
arrangement. 


Our marketing policy is to seek long-term contracts which 
offer a stable base for earnings and employment, rather than 
short-term sales contracts. 


Opportunities 

As we enter the last quarter of the 20th century we can expect 
a continued rise in worldwide industrial production and in the 
demand for steel and coal. 


Given this favorable outlook, our operating experience and 
our sound financial base, we are evaluating expansion op- 
portunities In coal mining as well as seeking other oppor- 
tunities for corporate growth. 


Recent advances in underground hydraulic mining offer ex- 
citing opportunities for future growth. Later this year, in co- 
operation with Mitsui Mining Company, Limited, of Japan and 
Mitsubishi Corporation, we expect to complete a feasibility 
study, started in 1974, which could lead to the development 
of a new underground coal mine on our property. This new 
mine would use the hydraulic mining method. Another poten- 
tial area of expansion involves extending the limits of the 
Company's surface mining operation to lengthen the life of 
the mine. 


There is considerable interest around the world in Kaiser 
Resources’ hydraulic mining process. Since late 1974 the 
Company has been working in conjunction with the Soviet 
Union and Mitsui Mining to market the hydraulic coal mining 
technology of the three parties. To date, three companies 
have signed sub-licenses to acquire the technology and 
technical assistance for proposed underground mines, and 
numerous other companies have expressed interest. Any 
royalties received under these sub-licenses will be shared 
equally among Kaiser Resources, the Soviet Union and 
Mitsui Mining. 


Dividends 

An initial quarterly dividend of 15 cents per share was paid in 
the first quarter of 1975. The Company's sound financial 
condition permitted an increase in the dividend to 20 cents 
per share in each of the following three quarters of 1975 and 
the first quarter of 1976. Under the Federal Government's 


Anti-Inflation Act, the Company is restricted to a maximum 
annual dividend of 80 cents per share in the 12-month period 
ending October 13, 1976. The degree of restriction that will 
apply to dividend payments after that date has not yet been 
announced by the government. 


Ownership 

In October 1975, Kaiser Steel Corporation sold two million of 
its shares in Kaiser Resources to the Canadian public. This 
sale of shares increased public ownership of Kaiser Re- 
sources at year end to 24.9 percent from 10.5 percent at the 
end of 1974 and reduced Kaiser Steel’s holdings to 47.1 
percent from 59.3 percent. 


People 

The Company's overall performance in 1975 is evidence of 
the dedicated and highly efficient manner in which our 
people accept and carry out their responsibilities. We be- 
lieve that any company is only as good as its people. In our 
case, we are extremely proud of what our people have 
accomplished by working together under challenging con- 
ditions. 


Kaiser Resources has good safety and training programs, 
both of which showed considerably improved results in 
1975. The success of these programs, as well as the Success 
of all of the Company's programs, is due to the proven ability 
of our people to work together as a team. A company as 
young as ours — just nine years old — could not have 
become the dominant force in the coal mining industry that it 
is today without their efforts, or without their spirit. 


With people of this spirit and with the continued support of 
Our partners and customers, we look to the future with a great 
deal of confidence that we may continue to improve the 
performance of Kaiser Resources. 


April 15, 1976 
Edgar F. Kaiser, Edgar F. Kaiser, Jr. 
Chairman President and 


Chief Executive Officer 


Edgar F. Kaiser Edgar F. Kaiser, Jr. 
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Operations Review 


Record Production 

Record production was achieved for 
the second consecutive year at Kaiser 
Resources’ coal mining and proces- 
sing operations in southeastern British 
Columbia. 


The Elkview coal preparation plant 
processed 5.6 million tons of clean 
metallurgical coal, compared with 5 
million tons in 1974 and 4.5 million tons 
in 1973. The increased production re- 
sulted from improved rail transporta- 
tion from the clean coal storage silos at 


Sparwood to Westshore Terminals’ 
port facilities at Roberts Bank, and 
from improved operating efficiency. 


Production of raw metallurgical coal 
from surface mining operations in- 
creased to a record 6.5 million tons in 
1975 from 5.6 million tons in 1974. 
More efficient coal recovery methods, 
the addition and replacement of 
equipment, improved operator pro- 
ductivity and good maintenance of 
haul roads were among the many fac- 


The Elkview coal preparation plant, which processes raw coal to reduce ash and moisture, has produced at record levels for the past two years. 


Production in 1975 totalled 5.6 million tons of clean metallurgical coal. 


tors which contributed to the increase. 


Purchases of new surface mining 
equipment in 1975 included two 200- 
ton trucks, a 15-cubic-yard shovel, 
one drill and two large front-end load- 
ers. Two major programs to increase 
the availability of surface mining 
equipment will be completed this year. 
A front-end conversion program for the 
25-cubic-yard shovels will improve 
loading capability and reduce main- 
tenance, and a program to line the 


floors of the boxes of the 200-ton 
trucks with a five-inch thick layer of 
rubber will reduce maintenance by 
cushioning the shock of impact during 
loading. 

During the year, a new pit on Baldy 
Ridge became operational and will in- 
crease production by approximately 
250,000 tons of coal a year for six 
years. 


Production of raw metallurgical coal 
from the two underground mines 


reached the million-ton mark in 1975. 
The hydraulic mine produced a record 
841,000 tons, while the conventional 
underground mine accounted for the 
balance. 


Coke production at the Michel by- 
products plant rose slightly to 145,000 
tons in 1975, while thermal coal pro- 
duction increased from 411,000 tons 
to 446,000 tons. 


re ai 


urface mining coal recovery operations. The trucks haul the coal to a 
station where it is reduced in size before being conveyed to raw coal silos at the preparation plant. 


central breaker 


Operations Review (cont) 


Hydraulic Mining 

Kaiser Resources has been operating 
North America’s only hydraulic coal 
mine for the past six years. The hy- 
draulic method for underground mining 
is used to extract coal from steeply- 
pitched seams. Coal is cut and dis- 
lodged by a high-pressure water jet 
and then flumed out of the mine by 
gravity in slurry form. It is then sep- 
arated from the water in a dewatering 
plant located in a valley below the 
portal of the mine. The water is filtered 
and pumped back into the mine to be 
used again in the mining process. 


Hydraulic mining has advantages over 
conventional underground mining 
methods, in that substantially greater 
coal recovery is possible. Also, work- 


ing conditions are safer and healthier 
because miners work at a distance 
from the coal face and the use of water 
eliminates dust. The Company holds 
patent rights for its coal mining 
technology in Canada and has patents 
pending in several other countries. 


The Company is now developing a 
new section of the hydraulic mine. This 
new section differs from the one cur- 
rently being mined in that the seam is 
located below the level at which it 
would be possible to flume the coal out 
of the mine entirely by gravity. The coal 
will be flumed from the coal face to a 
dewatering plant constructed under- 
ground below the portal of the mine 
where it will be screened and partially 


determines by sound whether the water jet he controls is striking coal or rock. 


dewatered. The coarse fraction will be 
transported upward to the surface by 
conveyor belt while fine coal will be 
pumped up in the form of slurry. 
Another feature of the new section will 
be an underground monorail system to 
transport employees and supplies be- 
tween the surface and the working 
areas of the mine. Total cost of the 
project is estimated to be $40 million. 


Production from the new section will be 
an estimated 1.2 million tons of raw 
coal a year for 13 years beginning in 
1978, at which time reserves from the 
section presently under production will 
be depleted. During 1975 the surface 
dewatering facilities were expanded 
and improved, providing a capacity 


In the hydraulic mine, the monitor operator is located in this protective cabin at least 40 feet away from the working coal face. The operator 
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which will be sufficient to accomm- 
odate the projected output of the new 
section of the hydraulic mine. 


Mine Under Study 

A feasibility study which could lead to 
development of a new underground 
metallurgical coal mine in partnership 
with Mitsubishi Corporation and Mitsui 
Mining is expected to be completed 
during 1976. The study involves the 
Hosmer-Wheeler area of the Com- 
pany’s property, about five miles south 
of existing operations. 


If results of the study prove favorable 
and the partners decide to proceed, 
the new hydraulic mine and related 
surface washing and drying facilities 


would produce approximately 2 million 
tons of clean coal annually beginning 
in late 1979 or early 1980. Completion 
of the study was delayed last year after 
it was determined that additional ex- 
ploration work was required. 


The Hosmer-Wheeler project is owned 
70 percent by Kaiser Resources, 25 
percent by Mitsui Mining and 5 per- 
cent by Mitsubishi. Kaiser Resources 
is contributing 50 percent of the capital 
and is managing the project. 


Employees begin journey underground at the start of a shift in the hydraulic mine. A new section of the hydraulic mine now under development will 


include a monorail system to transport employees and supplies between the surface and the working areas of the mine. 
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Operations Review (cont) 


Environmental Programs 
Reclamation and environmental con- 
trol programs to protect the environ- 
ment at the mine and port facilities con- 
tinue to make substantial progress. 
Operating costs and capital expendi- 
tures under these programs totalled 
$875,000 in 1975. 


Reclamation work on approximately 
435 acres of mined land and 117 acres 
of exploration roads was carried out 
during the year, increasing the total 
area in various stages of reclamation 
to approximately 1,200 acres. 


Since 1970, Kaiser Resources has 
planted more than 300,000 trees. Work 
completed during 1975 included the 
planting of 40,000 trees and seeding 
of 300 acres in grass. Preparation of 63 
acres for seeding in 1976 involved the 
moving of more than one million cubic 
yards of material by terracing and con- 
touring. The practise of terracing spoil 
piles to reduce the slope for proper 


Vegetation flourishes in an abandoned 


seed propogation is considered highly 
successful in reclaiming steeply- 
sloped mining areas. 


The Company's greenhouse facilities 
were improved during the year and a 
new nursery was established to pro- 
vide additional capacity for the de- 
velopment of planting stock. 


During 1976, research will continue to 
compare various species of vegeta- 
tion produced on reclaimed and native 
land, and on the use of reclaimed 
areas by wildlife. 


Under the Company’s environmental 
control program, which is conducted 
within the framework of provincial and 
federal environmental guidelines, 
coal-carrying rail Cars are sprayed 
with a dust suppressant. A gov- 
ernmental study of the spraying pro- 
cedure concluded that the method is 
successful in controlling coal dust 


operations, has been carried out on approximately 1,200 acres of land since 1970. 


emissions from trains in transit to the 
Roberts Bank port. 


To reduce the cost of spraying coal 
cars, the Company has designed a 
facility to manufacture a dust sup- 
pressant from coal tar produced at the 
Michel by-products plant. The new 
facility will be constructed at the 
Elkview preparation plant loading site 
during 1976 and will include an 
automatic spraying system. 


Substantially improved results were 
achieved during 1975 in the air and 
water quality monitoring programs at 
the Elkview preparation plant. How- 
ever, the quality of air at the Michel 
by-products plant, which was con- 
structed more than 40 years ago, con- 
tinues to be an area of concern which 
the Company has under study. 


At the Roberts Bank port facilities, 
further improvements were made in 


surface mine reclaimed by Kaiser Resources. Reclamation, an integral part of the Company's coal mining 


the system for washing empty rail cars 
to remove residual coal dust. Environ- 
mental work at Roberts Bank also in- 
cludes an air quality control system 
and facilities for spraying coal 
stockpiles to control dust. 


Community Development 

The community of Sparwood experi- 
enced further growth during 1975 with 
the development of additional residen- 
tial lots, anew mobile home park, con- 
struction of a curling rink as part of the 
Sparwood recreation complex, and 
the opening of a new hotel. 


Forty of the 63 new residential lots de- 
veloped by the District of Sparwood 
were purchased for the construction of 
homes for employees of Kaiser Re- 
sources and their families. The Com- 
pany’s 114-unit mobile home park was 
occupied almost entirely by the end of 
the year. Most of the houses and 


mobile homes were purchased under 
Kaiser Resources’ housing assistance 
program of forgiveable non-interest 
bearing mortgage loans. 


The Company has contributed a total 
of $455,000 as one-third of the cost of 
completing the Sparwood Recreation 
Centre. The centre comprises the curl- 
ing rink, an arena and other facilities 
for community activities. 


During 1975 the Company engaged a 
British Columbia research firm to con- 
duct a socio-economic study of the 
Sparwood area, giving special con- 
sideration to the impact the proposed 
Hosmer-Wheeler mine would have on 
the area. The new project would 
employ approximately 650 people. 
The study is attempting to identify 
needs for housing, schools, hospitals, 
recreation and other community serv- 
ices and facilities. 


Early in 1976 the District of Sparwood 
received provincial government ap- 
proval for a boundary extension to in- 
clude the Company's Elkview prepara- 
tion plant. The added tax base gained 
by the District is expected to be of 
substantial future benefit to the com- 
munity. 


*, 
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A beautified property in the residential area of Sparwood, where most employees of Kaiser Resources live. Founded in the mid-1960s, Sparwood 
has replaced the neighbouring old coal mining towns of Natal and Michel. 


Operations Review (cont) 


Employees 
Kaiser Resources and its subsidiaries 
paid $38 million in wages, salaries and 


benefits during 1975 and employed 
approximately 2,000 people at the end 
of the year. 


New two-year collective agreements, 
effective January 1, 1976, were 
reached between the Company and 
the United Mine Workers of America, 
representing approximately 1,500 
hourly-paid production and mainten- 
ance employees, and between the 
Company and the Office and Tech- 
nical Employees’ Union, representing 
110 administrative and technical 
employees at the mine. Both agree- 
ments have been submitted to the 
Anti-Inflation Board for review. 


Port Operations 

Westshore Terminals Ltd., Kaiser 
Resources’ wholly-owned subsidiary 
which operates bulk-loading facilities 
at the port of Roberts Bank, shipped 
8.2 million tons of coal, coke and re- 
lated products during 1975. The port 
handled 5.2 million tons of the Com- 
pany’'s coal and 3 million tons of pro- 
ducts from other companies. A total 
of 139 ships were loaded at Roberts 
Bank during the year. 


As aresult of record production at the 
mine and high rail movement of coal 
to the port, the Company's inventory 
of metallurgical coal at Roberts Bank 
totalled 699,000 tons at December 
31, 1975, compared with 140,000 
tons a year earlier. 
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capable of loading ships as large as 150,000 deadweight tons, handled a record 8.2 million tons of coal, coke and related products during 1975. 
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Financial Summary 

Higher Earnings 

Consolidated net earnings in 1975 
rose to $71.2 million or $2.83 per 
share, including an extraordinary in- 
come tax credit of $7.2 million or 29 
cents per share. Earnings per share 
were based on a weighted average 
of 25,158,000 shares outstanding 
during the year. 


The results compare with 1974 con- 
solidated net earnings of $24.2 mill- 
ion or $1.01 per share, including an 
extraordinary income tax credit of 
$11.5 million or 48 cents per share. 


The extraordinary income tax credits 
in 1975 and 1974 reflect the reduc- 
tion in income taxes otherwise pay- 
able for those years as a result of the 
application of prior years’ loss carry- 
forwards. Loss carry-forwards were 
fully utilized during 1975 and, as a 
result, no further extraordinary in- 
come tax credits will be earned in 
1976. 


Sales and Markets 

Sales during 1975 totalled a record 
$259.9 million, an 82 percent in- 
crease over 1974 sales of $142.6 mill- 
ion. This substantial improvement re- 
sulted primarily from higher prices 


charged for the Company's products. 


The price of metallurgical coal sold 
under the Company's long-term con- 
tract with Mitsubishi Corporation for 
use by the Japanese steel industry 
rose from $30.24 per ton at January 


: millions 


1, 1975 to $52.40 at December 31, 
1975. Of the increase, $17.16 re- 
presented negotiated price in- 
creases and $5.00 represented in- 
creases in costs recoverable under 
the escalation provisions of the con- 
tract. 


The Company negotiated increases 
during the year in the annual tonnage 
of metallurgical coal to be delivered 
under the sales contract with Mit- 
subishi Corporation. Agreements be- 
tween the parties provided for in- 
creases of 100,000 tons per year be- 
ginning in 1975 and an additional 
150,000 tons per year effective April 
1, 1976, raising the total annual ton- 
nage under the contract to 4,750,000 
tons, plus or minus five percent. The 
contract extends to 1985. 


In recent negotiations, the Company 
and its Japanese customers agreed 
to reduce the price of coal under the 
contract by $1.50 per ton, effective 
April 1, 1976. Under this agreement, 
escalation applications are permitted 
for cost increases relating to labor 
and pensions, materials and taxes 
other than mineral land taxes, subject 
to a ceiling of $2.00 in the 12 months 
ending March 31, 1977. Escalation 
will continue to be allowed outside 
the ceiling to fully cover cost in- 
creases under the contract for min- 
eral land taxes and rail freight. Esca- 
lation for port costs will be limited to 
two cents per year. 


millions 


The Company has pending or ap- 
oroved price escalation to cover in- 
creases in mineral land taxes, ma- 
terials, labor and pension costs. After 
the application of this escalation and 
taking into account the price reduc- 
tion, the price of the Company’s coal 
is expected to be approximately 
$53.30 per ton, retroactive to April 1, 
1976. The new agreement provides 
forareview of the price to be effective 
April 1, 1977, Subject to arbitration 
should the parties fail to reach 
agreement. Tonnage provisions of 
the contract remain unchanged. 


During 1975, the Company con- 
cluded a contract with Mitsubishi 
Corporation to provide 100,000 tons 
of thermal coal per year for use by a 
Japanese steel producer in a new 
coke-making process. The contract 
is renewable annually for 10 years, 
subject to agreement on price. 


Total export and domestic shipments 
of coal, coke and related products 
during 1975 amounted to 5.6 million 
tons, compared with 5.5 million tons 
in 1974. Of the 1975 total, 4.7 million 
tons was metallurgical coal sold 
under the long-term contract with 
Mitsubishi Corporation. The remain- 
ing tonnage included sales of metal- 
lurgical coal to Eastern Canadian 
steel mills, thermal coal to Denmark 
and France, and coke to customers 
in Canada and the United States. 


per ton 


Financial Summary (cont) 


In a move to further diversify its mar- 
kets, the Company concluded sales 
contracts in early 1976 which provide 
new international markets for its 
metallurgical coal. 


Under a sales contract with a steel 
company in the Republic of Korea, 
the Company shipped 50,000 tons of 
metallurgical coal during the first 
quarter of 1976 and will ship 250,000 
tons annually in the five-year period 
beginning April 1, 1976. 


In Mexico, a steel company has 
agreed to purchase 100,000 metric 
tons of metallurgical coal between 
February 1, 1976 and March 31, 
1977, increasing to 175,000 metric 
tons in the contract year ending 
March 31, 1978 and to 200,000 metric 
tons in the following contract year. 


The Company also arranged for a 
trial shipment of 50,000 metric tons of 
metallurgical coal in the first quarter 
of 1976 to a steel plant in Italy. 


Higher Taxes 

In 1975 the Company made provi- 
sions for the payment of income and 
other taxes of $61.6 million to federal, 
provincial and municipal govern- 
ments, compared with $17.9 million 
in 1974. 


Income and mining taxes accounted 
for $54.3 million of the 1975 total. Of 
this amount, $33.8 million will be paid 
in 1976, $13.3 million has been de- 
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ferred for payment in future years, 
and $7.2 million has been offset by 
income tax credits earned as a result 
of the application of prior years’ 
loss carry-forwards. 


Mineral land taxes, property taxes 
and corporation capital taxes ac- 
counted for $7.3 million of the total tax 
provisions in 1975, compared with 
$3.9 million in 1974. These taxes are 
reflected in general and administra- 
tive expenses in the consolidated 
statement of earnings. Increases in 
mineral land taxes, property taxes 
and corporation capital taxes relating 
to coal sold under the Company's 
long-term contract with Mitsubishi 
Corporation are covered by escala- 
tion provisions. 


Cash Position 

The Company's cash position in- 
creased substantially during the year 
as a result of its increased earnings, 
rising from $15.5 million at January 1, 
1975 to $88.9 million at December 
31, 1975. Investment of cash bal- 
ances earned interest of $4.1 million 
during 1975. 


Of the cash on hand at the end of the 
year, $33.8 million will be used to pay 
1975 income and mining taxes while 
the balance will be used to meet cur- 
rent operating requirements and to 
provide a base for financing future 
expansion. 


Capital Expenditures 

Capital expenditures in 1975 totalled 
$21.4 million. Of this amount, $15 mill- 
ion was spent. for the replacement 
and improvement of equipment and 
facilities in the surface mine and in 
the preparation plant. Most of the re- 
mainder was spent on the hydraulic 
mine for the expansion of surface 
facilities and the development of the 
new section of the mine scheduled 
for completion in 1978. 


Capital expenditures for 1976 are 
expected to total $37 million. Approx- 
imately 40 percent of this amount will 
be used for the development of the 
hydraulic mine, while the balance will 
be spent for improvements to in- 
crease the capacity of the prepara- 
tion plant and for the replacement of 
surface mining equipment. These 
expenditures are expected to be 
financed from cash generated by 
operations. 


Lower Debt 

Long-term debt was reduced during 
1975 by $9.7 million to a balance of 
$19 million at December 31, 1975. Of 
the reduction in debt, $7.4 million 
represented payment of scheduled 
installments and $2.3 million repre- 
sented prepayments of mortgages 
on properties held by the Company. 


In July 1975, the Company 


negotiated revisions to its Canadian 
bank credit agreement. The main re- 
visions resulted in the reduction of 


the interest rate from 1 2 to /2 percent 
over Canadian prime, and in the re- 
moval of restrictions on working Ccapi- 
tal and on the payment of dividends. 


Public Participation 

On October 7, 1975, Kaiser Steel 
Corporation increased public owner- 
ship of Kaiser Resources by selling 
two million of its shares in the Com- 
pany to the Canadian public. This 
sale of shares by Kaiser Steel re- 
duced its ownership of Kaiser Re- 
sources to below 50 percent. 


Public ownership of the Company is 
further increased from time to time as 
publicly-held warrants and employee 
stock options are exercised. Holders 
of warrants are entitled to purchase 
one share in the Company at $2.85 
for each warrant held. The warrants 


are traded on the Toronto, Montreal 
and Vancouver stock exchanges and 
expire on December 31, 1976. 


During 1975, warrants representing 
1,672,045 shares and options repre- 
senting 284,300 shares were exer- 
cised. The Company received $5.8 
million in cash for the shares issued. 
At December 31, 1975, warrants 
representing 816,423 shares and 
options representing 155,400 shares 
remained outstanding. 


If the warrants and stock options out- 
standing at December 31, 1975 had 
been exercised on that date, public 
ownership in the Company would 
have increased to 27.7 percent while 
the interests of Kaiser Steel and the 
Company's Japanese customers 
would have decreased to 45.4 per- 
cent and 26.9 percent, respectively. 


Anti-Inflation Act 

The Company is subject to the fed- 
eral Anti-Inflation Act which provides 
for guidelines to restrain profit mar- 
gins, prices, dividends and compen- 
sation in Canada. 


The act limits the Company's price 
increases for domestic sales to cost 
increases incurred after October 13, 
1975, restricts dividend payments to 
a maximum of 80 cents per share in 
the year ending October 13, 1976, 
and limits the amount of compensa- 
tion paid to employees. The act does 
not apply to export sales prices and 
profit margins. More than 90 percent 
of the Company's 1975 sales were in 
the export market. 


Markets 


Markets suppliedin1975 —— 
New markets in 1976 


Q Sy 


ae 


DENMARK 


Korea: metallurgical coal 
Mexico: metallurgical coal 
United States: coke & by-products 


metallurgical & thermal coals, France: thermal coal 
coke & by-products Italy: metallurgical coal 
Denmark: thermal coal Japan: metallurgical & thermal coals 


Canada: 
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Financial Statements 


Kaiser Resources Ltd. and Subsidiaries 


Consolidated Statement of Earnings 
For the years ended December 31, 1975 and 1974 


Sales’ (NOTE "BY aig 204 oe aa le a ee eee 


OtTHED MMCOM IG =a Es ea ck re 


Costs and expenses: 
Cost-of products: SOld*s > . soe Se Ve hea ee ce 
Genéral:and*administrative.. 5.8 Sica oe ote ee ee Sa ee 
Interestion long-terny Gebty. sa .c5 cece ee ee eee ee 
Depreciation-and depletion (INote7A) > eee eee ee 
Amortization of preproduction and development costs (Note A) ........... 


Earnings before provision for income taxes and extraordinary items ..... 


Provision forincome taxes (Notes Av aicili)iee smear re rtienens eee nee 
Barnings: before -extraordinany itenmS sree. ch oes cries eet ee 


Extraordinary items (Notes A and J)........... Sf i cande Seog een Ghee ee ee 
Net earminds 1OmRINGsVGal vies ion picts canoe tach een ee ole ee ee 


Net earnings per share (Note kK): 
Basic earnings: 
Belore extraordinary ierS= 2.0 eaten era ee es tle erm ee 
Extraordinary temas acts 202 cts rege ee ene tie er ee 
NeLearmings tOtetiie: Veal 2... knee ten ee en ne gt eee 
Fully diluted earnings: 
Before: extraordinary (tenis a: snare nase ey armen =, eee ea eee 
EXtra ordinary ItGMiS: rejects. ses, Sc cee are ieee ee 
Net earnings; Tomine Veata se far. scale mes ee net er 


See notes to the consolidated financial statements. 


EWES) 1974 
$259,870,022 $142,596,649 
5,564,331 3,997,363 
265,434,353 146,594,012 
111,053,106 87,326,648 
18,331,615 12,299,630 
asec eyra Ne: 5,874,916 
13,661,435 12,850,302 
1559975732 1,594,265 
147,181,103 119,945,761 
1185256)250 26,648,251 
54,253,000 13,986,000 
64,000,250 12,662,251 
7,229,000 11,496,000 


$71,229,250 


$ 2.54 
29 


$ 2.83 


$ 2.39 
Pi 


$ 2.66 


> 24,158,251 


be fe) 
48 
> 1.01 
$ .49 
45 
S$ .94 


Kaiser Resources Ltd. and Subsidiaries 


Consolidated Statement of Changes in Financial Position 
For the years ended December 31, 1975 and 1974 


Source of funds: 
aKING) soe ole eX LAOrciNalysleMlS cay, . save. alee Wee anb eae seo sin Wh Ge ees 
Items not requiring an outlay of funds: 
DepreeianOh ana GeDICUOMt aks oF 1s ns es ee Oe Sa eee late OA 
Amortization of preproduction and development costs .................. 
POS OMmMOWIAC OMEN AXOS eee ren, oleh gehen ted valet ies .! san cen wR TS 
enmOuesale ORASSCl Omer rt mid. Pasa: Lees lh cds aust. Gews ciate as 


ROrAUNCs PlOVIGeC: Irom: ODCTAUIONS Gav usa ga nihecs Aas see oeea ie 
CELE EN SCG SUC 0 ge 70s i ee 
POee CUCM OU sal C1OlkASSCL Stes 5 exo esis Se 0 4 okie gece gaane soa ome weal a as 


Hier IESOULCEOIIUNG Sameer) eens oy ek AD ad BY add kee Cee 


Application of funds: 

Long-term debt: 
eC ALC Su Mee men nl MEd hacia gus sees Sunkh scclideats Sotsrdg whi vals wage oak 
Less: Repayment of installments due within the period .................. 
Repayment of debt not due within the period ........... 0.0.0... cee. 
Reclassified to installments due within one year .............. 00.00 eee 
pie Gc HOMO ml ONG -LenlmuCle Di cauen 1 lc Mis oon ince jules igs ate aaa che S410 2 9Ps « 
PIOpeyeDiaatand caquipment DULCNASES  on...!20 2%. sev cw ewes ak bd. cows 
Dima Sots ACU ICO men etter Gc aah alee as Pasha dasaw tee eased S 
DIV IGCTING (Se SMG! va BIRD. Soe St aoe ate ce ae a Oa eee oe ae 
etc oe ell OUmOiR UNC Sancpe yk eee Pte ion 4h cad Adin tee es Meeee casi Me eee 


inceacelmaworking:ecapital (SCCTDEIOW) oo nen 28 aan vac on wane ue mealnn a ake 
WOMImMeMcapll aa OeClinmingrOmyear auc men lie? cas Sols Aes San 


Wy Ou MaCEe AlicnaleeMCeOMRVCAl Menta teva ye wider 4 5 & aagie win ae Anadis FURR 


Summary of increase (decrease) in working capital: 
eS sS OMe Ih sClOOSIES? sara ce 6 as ak ore yee oY oe eas Meee eo bs 
Pate Om este IN CAL) ee Nepean ya er eda itseeh aea ds Bacon os land Gy agers aeons 
USISTICTIPENSS igo 5 at AG ry 2a eimai UAT ng as 
fe Ce MO CIISC Sern arr Pant wet te lint ep chet ata deta ties. Aes 
eG OeT ato ly A) © erence meee er cd ee lM ie toes Sale, Gok 2 ns aa gen RRR gee 45 
Employment costs and amounts withheld from employees ................ 
ipeomientaxSSiDOV all Om mea, Ave rine akon cre Re OA Veto 2%. Goer BOE Wiha we ee 
Wine ChUCG, MADINNCS ry ner etm er dm tide an bk Riakae! Brsw tus: oy. 5 Gace comgsbee Goethes 35 
Installments due within one year on long-term debt .................4005. 


See notes to the consolidated financial statements. 


SIRS 


1974 


$ 64,000,250 


13,661,435 
IGOUOW oe 
20,512,000 
(433,762) 
99,339,655 
5,844,913 
796,524 
105,981,092 


9,758,253 
7,490,398 
2,267,855 
6,920,916 
9,188,771 
21,416,082 
1,443,716 
19,134,903 
51,183,472 
54,797,620 
11,517,238 
$ 66,314,858 


$ 73,407,257 
2,268,977 
15,463,077 
(17,914) 
(2,249,895) 
(562,530) 
(33,479,186) 
(601,648) 
569,482 


$ 54,797,620 


De e062 20) 


12,850,302 
1,594,265 
13,801,000 
(304,147) 


40,603,671 
32,866 
2,341,984 


42,978,521 


28,704,408 
11,440,224 
17,264,184 
7,498,975 
24,763,159 
10,186,023 
887,962 
35,837,144 
7,141,377 
4,375,861 
$ 11,517,238 


$ 5,275,305 
1,193,436 
1,208,914 

256,704 
(2,770,745) 
(1,676,684) 

(144,000) 
(142,802) 
3,941,249 


Se ALO 


Kaiser Resources Ltd. and Subsidiaries 


Consolidated Balance Sheet 
December 31, 1975 and 1974 


Assets 


Current assets: 


Gash, andi Shor-tetin=deOOSI(S =) sa, vneru eee reer 
ACCOUNTS reCelVaDle = we sueaae sie eee 
Inventories (NOTES: A tama vg =a eee ee ee 
Prepaid expenses... 2x as qaeetea ee eon eae eee 


Property, plant and equipment — at cost (Note A): 


etry 6.0 Bs a Sic see eee ee See ae re rie rs re 
Buldingssand land Improvements a 5 epee eee 
Machinery and: CquIpIMe nt a 7s ener eee 
Construction; wOrk-imsplOCSSS, san suns nein ieee eee 


Less: Accumulated depreciation and depletion........ 


@OMOSMASSCTS ek rat eee ene i re es een a 


Deferred preproduction and development costs less 
amounts amonized) (INOTGs A) tea:gartenere ant uence uene ner 


On behalf of the Board: 


Edgar F. Kaiser, Jr., Director 


lan N. McKinnon, Director 


1975 1974 
$ 88,881,163 $ 15,473,906 
4,927,388 2,658,411 
28,449,534 12,986,457 
723,595 741,509 
122,981,680 31,860,283 
14218-2711 Ti 2tSZ2ian 
53,572,457 47,973,753 
104,885,948 87,746,547 
4,120,034 6,566,687 
1795796; 7410 159/505 206 
61,133,210 48,291,045 
118,663,500 111,214,213 
5,425,798 4,039,484 
14,797,692 16,397,424 


$261 868,670 


$163,511,404 


Consolidated Statement of Shareholders’ Equity 
For the years ended December 31, 1975 and 1974 


Capital Stock 


Shares Contributed Retained 
Issued Amount Surplus Earnings 
Balance: Jantiany ly 1O4aeaae eee ae 23,947,368 $ 23,947,368 $ 68,729,879 Dice OORDOS 
Net earnings — 1974 25.0e..4602...80- — — 24,158,251 
Shares issued upon exercise 
of warrants: (NOtC | E) gee ree lal exe 21334: — 
Balance December 31, 1974........... 23,958,900 23,958,900 63. /Sie2d3 26,914,756 
Net earmings: 119.75. 2s eee ere — — _- Plg229,200 
Shares issued upon exercise of: 
Warrants (NOteIE) i ere eee L6f2 045 1,672,045 3;093;263 _ 
Optioniss(NotesE) ae eee 284,300 284 300 795,285 _ 
Dividends — $.75 per share (Note G).. = — (19,134,903) 
Balance December 31, 1975........... ZOO Ze4o Deo Oo lo~eso $ 72,639,781 $ 79,009,103 


See notes to the consolidated financial statements. 
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Liabilities and Shareh 3 i 
es and Shareholders’ Equity wget heh 
Current liabilities: 
EeCOUiSt Oay Alor ae een ee ane RE. ee ash Ere ale Li $ 9,596,460 $ 7,346,565 
Employment costs and amounts withheld from employees ................ 4,274,701 SCAT 
Mie Ol omlaKxc csp ay aDloes wie neni mean mar De iene ee oe ky 33,664,186 185,000 
WiteomaeenicalaDilosw we aa weir as ere hee Ns en, ae 2,201,650 1,600,002 
Installments due within one year on long-term debt ...................00. 6,929,825 7,499,307 
56,666,822 20,343,045 
Welemecencomeniaxes (INOICT) ere nias eee mend sk cote eee wee ee 15,588,000 2,305,000 
aw cate ilk COM INCIGH))) manne cami. Nem sbiuee sess thea is speed: alae «ks 12,049,719 21,238,490 
Shareholders’ equity: 
Capital stock (Note E) 
Authorized 28,000,000 common shares of $1 par value each 
Issued and fully paid 25,915,245 shares (23,958,900 in 1974) ........... 25,915,245 23,958,900 
COMMONS CES UND IU ST INOLGMs) ahi tages why cra d cameriuacys< sa suwawe ay ec ok Swe 72,639,781 63:751213 
RelainesG-camings trom July. 1.1973 (Notes F and G).........5.0......4-5: 79,009,103 26,914,756 
177,564,129 119,624,869 


Commitments and contingencies (Notes H, M, N and O) 


See notes to the consolidated financial statements. 


Auditors’ Report 


The Shareholders, 
Kaiser Resources Ltd. 


We have examined the consolidated balance sheet of 
Kaiser Resources Ltd. and its subsidiaries as at December 
31, 1975 and 1974 and the consolidated statements of 
shareholders’ equity, earnings and changes in financial 
position for the years then ended. Our examination in- 
cluded a general review of the accounting procedures and 
such tests of accounting records and other supporting 
evidence aS we considered necessary in the Cir- 
cumstances. 


Vancouver, B.C., 
January 22, 1976. 


(March 24, 1976 as to Note O) 


$261 ,868,670 $163,511,404 


In our Opinion these consolidated financial statements pre- 
sent fairly the financial position of the companies as at 
December 31, 1975 and 1974 and the results of their opera- 
tions and the changes in their financial position for the years 
then ended, in accordance with generally accepted ac- 
counting principles applied on a consistent basis. 


ne We 


Touche Ross & Co. 
Chartered Accountants. 


-————— 


Kaiser Resources Ltd. and Subsidiaries 


Notes to the Consolidated Financial Statements 


December 31, 1975 and 1974 


Note A — Summary of Significant Accounting Policies 


Accounting Principles 


The Company is incorporated under the Companies Act of 
the Province of British Columbia and prepares its accounts 
in accordance with generally accepted accounting princi- 
ples followed in Canada. 


Principles of Consolidation 


The consolidated financial statements include the accounts 
of Kaiser Resources Ltd. and its wholly-owned subsidiaries, 
Westshore Terminals Ltd., Kootenay Coal Contractors Ltd. 
and Mountain View Realty Limited. Operations of Kootenay 
Coal Contractors Ltd. and Mountain View Realty Limited 
were transferred to the parent company upon their liquida- 
tion in 1975. Inter-company transactions and accounts 
have been eliminated. The investment in Kaiser Coal 
Canada Ltd., a 70 percent owned joint venture company 
formed to perform the feasibility work on a potential new 
mine on the Company’s property, is accounted for on acost 
basis. 


Translation of Foreign Currency 


Current assets and current liabilities in foreign currencies 
are translated at rates of exchange in effect at year end. 
Non-current assets are translated at rates of exchange in 
effect on the date of acquisition and long-term debt obliga- 
tions are translated at rates in effect on the dates liabilities 
were incurred. Provisions for loss from exchange rate fluc- 
tuations and gains and losses realized on transactions 
completed during the year are included in earnings. 


Inventories 


Inventories of coal and coke are valued at the lower of 
average cost and net realizable value. Depreciation, deple- 
tion and amortization of preproduction and development 
costs are not included in the determination of product 
costs. Inventories of operating supplies are valued at aver- 
age cost. 


Depreciation, Depletion and Amortization 


Property, plant and equipment is depreciated on a straight- 
line basis over the lesser of the estimated useful life of each 
asset or the remaining life of the sales contract with Mit- 
subishi Corporation expiring on March 31, 1985. 


Expenditures for repairs and maintenance are charged 
against earnings. Costs of assets sold, retired or aban- 
doned and the related amounts of accumulated deprecia- 
tion are eliminated from the accounts in the year of disposi- 
tion. Gains or losses resulting from such dispositions are 
included in earnings. 


Depletion of coal land is provided at the rate of 10 cents per 
short ton of raw coal mined. 


Deferred preproduction and development costs are amor- 
tized on a straight-line basis over the term of the 15-year 
sales contract with Mitsubishi Corporation. 


Income Taxes 


Income taxes are provided on the basis of income reported 
by each company included in the consolidation. Earned 
depletion benefits are reflected as a tax rate reduction inthe 
year claimed. Tax reductions realized from the application 
of loss carry-forwards from prior years are recorded as 
extraordinary items. 


Note B — Sales 


The Company's principal source of revenue is the sale of 
metallurgical coal to Mitsubishi Corporation under a long- 
term contract effective through March 31, 1985 for the 
production of steel in Japan. The contract provides for 
escalation of costs and also permits price renegotiations 
effective April 1, 1976 and April 1, 1980, subject to binding 
arbitration if the parties are unable to agree. 


Changes in the price per long ton of coal delivered under 
the contract during the last two years are summarized be- 
low: 


1975 1974 
Price at January 1..... $ 30.24 §$ 20.25 
Negotiated price 
INCrEASCS hs ee 17.16 5.10 
Cost escalation ....... 5.00 4.89 
Price at December 31 . $ 52.40 §$ 30.24 
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Note C — Inventories 
1975 
$ 15,540,024 
207 ,296 


1974 


> 73,921;078 
788,951 


Clean coal and coke .. 

RawWaCOalie.. a naa peters 

Operating supplies 
(less allowances for 
shrinkage and 
obsolescence of 
$887,738 in 1975 and 


$807,401 in 1974) ... 2 O2t2 14 


$ 28,449,534 


8,276,428 
$12,986,457 


Note D — Long-Term Debt 


145 1974 


Canadian Bank Credit 
Agreement, unsecured, 
interest at 2% over 
Canadian prime rate, 
repayable in quarterly 
installments ending 
in 1978. 

(Two installments 
were prepaid as of 
December 31, 1975 
2) 6 |- JIMS A) ee 

Bank Credit Agreement 
with Bank of America 
National Trust and 
Savings Association 
and United California 
Bank, unsecured, 
interest at 1%2% over 
U.S. prime, balance 
of U.S. $6,900,000, 
repayable in 
quarterly installments 
ending in 1978...... 

G)IRSC AR Oe ene eae 


$ 11,250,000 $ 15,750,000 


7,244,759 
484,785 


18,979,544 


PGSIIOLS 
3,328,119 


CO 3L1 91 


Less: Installments due 
within one year...... 6,929,825 


$ 12,049,719 


7,499,307 


Long-term debt maturities for the years ending December 
31, 1976 through 1980 are $6,930,000, $6,925,000, 
$4,676,000, $11,000 and $12,000, respectively. 


$_21,238,490 


Note E — Capital Stock 


Warrants, which entitle public shareholders to purchase 
2,500,000 shares at a price of $2.85 per share, were issued 
in 1974 by the Company as part of the 1973 Refinancing 
Program. The warrants are transferable and expire on De- 
cember 31, 1976. Warrants representing 816,423 shares 
were unexercised at December 31, 1975. At December 31, 
1974, 2,488,468 warrants were unexercised. 


In 1973 the Company established a stock option program 
for officers and salaried employees. Option prices are 
based on the average of the high and low market price of 
shares traded on the Toronto Stock Exchange on the date of 
grant. At December 31, 1975, there were options outstand- 
ing to purchase 155,400 shares at prices ranging from 
$3.15 to $10.13 per share through December 1, 1980. At 
December 31, 1974 options to purchase 343,900 shares 
were unexercised. 


In 1975 Kaiser Steel Corporation, through a secondary 
offering in Canada, sold 2,000,000 of the shares it held in 
Kaiser Resources Ltd. Kaiser Steel Corporation's owner- 
ship interest in the Company was 47.1% at December 31, 
1975 as compared with 59.3% at December 31, 1974. 


Note F — Application of Accumulated Deficit as of 
June 30, 1973 to Contributed Surplus 


In 1973 the Company applied the accumulated deficit as of 
June 30, 1973 of $32,322,752 against contributed surplus 
in accordance with the equity purchase agreements exe- 
cuted in 1973 with Mitsubishi Corporation and nine other 
Japanese companies. 


Note G — Restriction on Dividends 


The Company is restricted to a maximum annual dividend 
of $.80 per share in the twelve-month period ending Oc- 
tober 13, 1976 under the Anti-Inflation Act (Note M). The 
degree of restriction that will apply to dividend payments 
subsequent to that date has not as yet been announced by 
the government. 


Notes to the Consolidated Financial Statements (cont) 


Note H — Commitments and Contingencies 


The Company is obligated to pay to Mitsubishi Canada 
Limited a service fee of $.10 per long ton of coal shipped to 
Japan under the export sales contract with Mitsubishi 
Corporation. Service fees incurred were $470,458 in 1975 
and $486,209 in 1974. 


Under the hydraulic mining license agreement between the 
Company and Mitsui Mining Company, Limited which ex- 
tends until 1992, the Company is committed to pay a royalty 
of U.S. $.30 per clean long ton on coal produced by the 
hydraulic mining method. The Company will receive a 
paid-up license when a total of U.S. $9,000,000 has been 
paid to Mitsui by the Company and its affiliates. As of 
December 31, 1975, U.S. $452,505 has been paid under 
this agreement. 


The Company through its wholly-owned subsidiary, 
Westshore Terminals Ltd., has a lease with the National 
Harbours Board, terminating March 31, 1985 with two 15- 
year renewal options, for land used as a coal loading term- 
inal at Roberts Bank. The annual rental is based on a fixed 
charge of $276,974 plus a variable fee based on tonnage 
handled by the terminal. Lease expense was $397,089 in 
1975 and $392,440 in 1974. 


On June 28, 1974, the Company entered into an exploration 
agreement with Mitsui Mining Company, Limited and Mit- 
subishi Corporation to conduct a feasibility study to de- 
velop a new mining project on the Company's property 
capable of producing approximately 1,500,000 to 
2,000,000 long tons of clean metallurgical coal per year. If 
the project proves feasible, the Company will be obligated 
to contribute 50% of the equity capital required to develop 
the project in exchange for an ownership interest of 70%. If 
the project does not prove feasible, or the parties agree not 
to proceed, the Company has agreed to participate in the 
investigation of another area on its property and, if feasible, 
develop a project under terms and conditions similar to 
those contained in the exploration agreement. The Com- 
pany has agreed that it will not conduct hydraulic mining 
with any party other than Mitsui on its existing properties 
and will not use the hydraulic mining method except for coal 
produced for processing at the Elkview Plant until a com- 
mercial hydraulic mine joint venture is formed with Mitsui. 
Kaiser Coal Canada Ltd. was incorporated on July 12, 1974 
to conduct the exploration and feasibility program. The 


Company has invested $1,000,000 in the joint venture as of 
December 31, 1975 and has committed to contribute an 
additional $812,000 in the first quarter of 1976. 


Commencing January 1, 1977, the Company will be obli- 
gated to make production payments to Crows Nest Indus- 
tries Limited in the amount of $.50 per short ton of coal 
mined and shipped from the property until an aggregate 
amount of $34,000,000 is paid. 


Note | — Provision for Income Taxes 


Tax provisions for 1975 and 1974 consisted of the following: 


1975 1974 
Current: 
Federal and Provin- 
cial Income Tax... $ 30,221,000 $ 10,726,000 
British Columbia 
Mining? ae ene 10,749,000 955,000 
40,970,000 11,681,000 
Deferred: 
Federal and Provin- 
cial Income Tax... 9,637,000 — 
British Columbia 
WiUoliMte, WEED a oe ce 3,646,000 2,305,000 
13,283,000 2,305,000 
Totalac2 irae aa $ 54,253,000 $ 13,986,000 


The 1975 tax provision reflects the application of 
$20,400,000 accumulated “earned depletion” benefits 
representing all such benefits earned by the Company as of 
December 31, 1975. As a result of this application, the 
effective tax rate of the Company in 1975 was reduced from 
52.4% to 45.9%. The effective tax rate in 1974 was 52.5%. 


Deferred income and mining taxes have resulted from 
claiming depreciation of fixed assets and amortization of 
preproduction and development costs for tax purposes in 
excess of amounts recorded in the financial statements. 


The application of accounting loss carry-forwards resulted 
in the recovery of income taxes in the amount of $7,229,000 
in 1975 and of both income and mining taxes in the amount 
of $11,496,000 in 1974 (Note J). All accounting loss carry- 
forwards have been fully utilized at December 31, 1975. 
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Note J — Extraordinary Items 


Extraordinary items in 1975 and 1974 represent the reduc- 
tion of income taxes otherwise payable due to the applica- 
tion of loss carry-forwards. This treatment is in accordance 
with accounting principles generally accepted in Canada. 
For purposes of reporting to U.S. shareholders, however, 
Opinion No. 11 of the Accounting Principles Board of the 
American Institute of Certified Public Accountants would 
require such amounts instead to be included in contributed 
surplus. 


Note K — Earnings Per Share 


Basic earnings per share are calculated on the weighted 
average number of shares outstanding during the year of 
25,157,749 in 1975 and 23,954,103 in 1974. Fully diluted 
earnings per share are calculated on the assumption that all 
stock options and warrants outstanding were exercised at 
the beginning of the year or the date of grant in the year, if 
later, and that funds derived therefrom had been invested 
at a representative interest rate for the year. This results in 
an increase after income taxes of approximately $122,000 
in earnings for 1975 and $500,000 in 1974 for purposes of 
this calculation. 


Note L — Remuneration of Directors 
and Senior Officers 


The aggregate direct remuneration paid to directors and 
senior officers amounted to $874,712 for 1975 and 
$887,320 for 1974. 


Note M — Anti-Inflation Legislation 


The Company is subject to the Anti-Inflation Act which 
imposes price and income restraints on certain companies 
in Canada. The Act was given Royal Assent on December 
15, 1975 with retroactive effect from October 14, 1975 and 
is expected to extend through December 31, 1978. The 
Anti-Inflation Act imposes restraints on employee compen- 
sation, domestic prices and profit margins and dividend 
payments to shareholders (Note G). 


On December 18, 1975, the Federal Government tabled a 
Notice of Ways and Means Motion to provide for an anti- 


inflation levy to apply to excess profit margins on export 
sales made after October 31, 1975 and issued a Com- 
munique describing the proposed legislation and regula- 
tions. Based upon (i) the regulations under the Anti-Inflation 
Act and (ii) the statements in the Notice of Ways and Means 
Motion and the Communique and the assumption that these 
statements will be implemented by legisiation and regula- 
tions, the Company has concluded that no provision for the 
anti-inflation levy is required in its accounts for 1975. 


Note N — Labour Contract 


The collective agreements between the Company and the 
United Mine Workers of America, Local 7292 and the Office 
and Technical Employees’ Union, Local 378 expired on 
December 31, 1975. Negotiations for new contracts are 
Currently in process. 


Note O — Subsequent Events 


On February 26, 1976, the Federal Government announced 
its decision not to implement the provisions of the Notice of 
Ways and Means Motion and the Communique issued with 
respect to the proposed legislation and regulations relating 
to an anti-inflation levy on excess profit margins earned on 
export sales (Note M). 


On March 3, 1976 and March 12, 1976, the Company 
concluded new two-year collective agreements with the 
United Mine Workers of America, Local 7292, and the Office 
and Technical Employees’ Union, Local 378 (Note N). The 
agreements have been ratified by the members of the re- 
spective unions but will have to be reviewed by the Anti- 
Inflation Board for compliance with the compensation 
guidelines of the Anti-Inflation Act. 
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Five-Year Review 


(Thousands of dollars except 


for share statistics) 1975 1974 1973 1972 1971 
Coal Shipments — 000 Tons 
Metallingicalicoa lines: isan 4,971 4,969 4,675 4,046 3,634 
thermal icOaleescecr. ed era ere 489 329 70 102 247 
CoketandibreeZesws mie ane eer meee 133 161 169 141 134 
5,593 5,459 4,914 4,289 4,015 
Summary of Earnings (Loss) 
Salesit asec chi hoen uantra tra hares aeee $259,870 142,597 97,439 81,657 68,934 
©themincomer metre. ee + aes 5,564 3,997 ZOCo W228 1,365 
$265,434 146,594 99,824 82,880 70,299 
COA ©) (OOCWGS SOlel .s.50c-vusecbeeone POSS 87,327 66,147 58,318 58,189 
General and administrative ............. 18,332 12,300 2 7,474 7,260 
INCGTESU Sateen Oe Nein aa ee tee ae 21535) Hiss 8,203 8,623 ere 
Depreciation and depletion ............. 13,661 12,850 12321 12,582 10,559 
Amortization of preproduction 
and development costs ............... 1,600 1,594 1,507 1,540 1,767 
Earnings (loss) before 
provision for income taxes 
and extraordinary items ............... $118,253 26,648 3,519 (5,657) (15,348) 
Provision for income taxes .............. 54,253 13,986 135 -— — 
Extraordinary items ..............0e00e- 7,229") 11,496 694 (1) (7,363)2) = 
Netaearmings:(lOSS) eetaewaee sr aee nen ne rea $ 71,229 24,158 3,478 (13,020) (15,348) 
Weighted average number of shares 
outstanding — thousands ............. 25,158 23,954 15,917 10,000 10,000 
Share Statistics 
Net earnings (loss): 
Before extraordinary items............. $ 2.54 ie 18 (.56) G53) 
DQUReXOCIINAIW WENMS: sc ocvsccodooeusasece .29 48 04 (.74) = 
$ 2.83 1.01 2 (1.30) (1.53) 
BIN ito lnle ve wa sern ace es Re ate ahs 83 ofS — = — — 
Booksvaluekatnyeaty enc aerren einen $ 6.85 4.99 3.99 0 5.00 
Market price — TSE 
Commonestock eth C en eee eee $12.75 5). Shs) SEAS 4.75 8.25 
== |OW2 0. en ee ee $ 4.90 3.00 2.00 1.80 3.65 
Warrants = ANIQN PL teeta eae $ 9.88 2.60 — — — 
— lowe eee $ 2.28 1.10 = = — 
Other Financial Data 
Casnitlowz ne vacant rch rain hery ear erne $ 99,340 40,604 WASSs 8,849 (2,065) 
NOMIC) CATON s san da0 sedaneonensaneas $ 66,315 Willy 4,376 (21,086) (7,200) 
CEVONEl| COCOSNCHMUIESS sc nncoscocsenooenes $ 21,416 10,186 9,453 7,166 22,793 
Totaltassetisa eee teen ey $261,869 163,511 160,985 160,285 170,442 
jlotaliong-tennid Cols reser $ 18,980 28,738 57,442 109,367 110,998 
Shareholders’ equity ................... $177,564 119,625 95,434 36,955 49,975 
Shareholders at yearend............... 5,390 3957 3,810 S56 3,339 
Employees at yearend................. 2,008 1,960 i25 1,593 1,439 


Notes: (1) Reduction of income taxes otherwise payable due to the application of loss carry-forwards. 


(2) Provision for loss on sale and abandonment of certain equipment and facilities. 


Analysis of Summary of Earnings 


The following are the principal reasons for significant varia- 
tions In revenue and expense reported for each of the years 
1975 and 1974, as compared with the immediately preced- 
ing year: 


Sales 

Sales in 1975 increased by 82% principally as a result of 
higher prices for the Company’s products. The price per ton 
for metallurgical coal exported to Japan increased from 
$30.24 to $52.40 during 1975. 


Sales in 1974 rose by 46% as a result of higher prices and 
increased coal shipments. Metallurgical coal shipped to 
Japan increased in price from $20.25 to $30.24 per ton 
during 1974. The volume of all coal shipments increased by 
11% in the year. 


Other Income 

The substantial increases in other income in 1975 and 1974 
were attributable primarily to interest earnings from the 
investment of cash balances. 


Cost of Products Sold 

Cost of products sold rose by 27% in 1975 and 32% in 
1974 principally as a result of inflationary pressures on 
costs of labor, materials and utilities. The most significant 
increases in materials costs were for equipment parts, fuel, 
lubricants and explosives. 


General and Administrative Expense 

General and administrative expense increased by 49% in 
1975 mainly as a result of higher mineral land taxes, corpo- 
ration capital taxes, property taxes and administrative 
salaries. Increased exploration activities on the Company's 
properties also contributed to the higher costs incurred 
during the year. 


The introduction of mineral land taxes in 1974 was the 
principal reason for the 51% increase in general and ad- 
ministrative expense for that year. 


Interest Expense 

Interest expense decreased by 57% in 1975 principally asa 
result of the substantial repayments of debt made in the 
second half of 1974. Debt was reduced by $28.7 million in 
that year and included the retirement of $17.3 million of debt 
ahead of its scheduled maturity. 


The substantial repayment of debt made as part of the 1973 
refinancing program was the principal reason for the de- 
cline in interest expense in 1974. 


Extraordinary Items 

The extraordinary income items in 1975 and 1974 reflect the 
reduction in income taxes otherwise payable for those 
years as a result of the application of prior years’ loss carry- 
forwards. Loss carry-forwards were fully utilized in 1975. 


Quarterly Financial Data and Market Quotations 


(Thousands of dollars except for share statistics) 
1975 Quarters 


1974 Quarters 


1st 2nd 3rd 4th 1st 2nd 3rd Ath 
Financial Data (Unaudited) 
Coal shipments — 000 tons..... Se 1,307 1,576 1,393 1,447 1,405 1,288 1,319 
SaleSgeer wee mone ea oe cel, $ 49,189 64,312 77,629 68,740 30,834 35,544 36,488 39,731 
Earnings before extra- 

OURGIIMEINY WEIS pba aaoasoucedene $ 9,400 16,799 20,512 17,289 Wee DAS Snloe 5,800 
INGtEealnINnGSawa nt peerety ure aes $ 15,221 18,207 20,512 17,289 3,158 5,652 6,785 8,563 
Weighted average number 
of shares outstanding — 000 ... 24,213 24,993 25,633 25,809 23,947 23,953 23,957 23,958 
Net earnings per share: 

Before extraordinary items..... $ 39 67 80 67 06 ANG Ae 24 

Extraordinary items ........... .24 .06 — — .O7 14 NS Nz 

$ .63 Te .80 .67 als 24 .28 36 


Dividends 


Market Quotations — TSE 
Stock —high 


Warrants — high 
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Directors 


Edgar F. Kaiser* 


Chairman, Kaiser Resources Ltd., Vancouver 

Chairman, Kaiser Industries Corporation, Oakland, California (diversified 
company engaged principally in worldwide engineering, construction, min- 
ing and manufacturing activities) 

Graham R. Dawson* 


Vice-Chairman, Kaiser Resources Ltd. 
President, Dawson Construction Limited 
Vancouver (heavy construction contractors) 


Edgar F. Kaiser, Jr.* 


Chairman of the Executive Committee 
President and Chief Executive Officer, Kaiser Resources Ltd., Vancouver 


Howard E. Cadinha 


Vice-President, Finance and Planning 
Kaiser Resources Ltd., Vancouver 


Paul G. Desmarais 


Chairman and Chief Executive Officer 


Power Corporation of Canada Limited, Montreal (investment and manage- 
ment company) 


Stephen A. Girard 


President, Group Operations 
Kaiser Industries Corporation, Oakland, California 


Roger T. Hager* 


Retired Chairman 
The Canadian Fishing Company Limited, Vancouver (fish processing) 


Enji Haseo 
Managing Director, Ferrous Metals 
Mitsubishi Corporation, Tokyo (trading company) 


George A. Jedenoff 

President and Chief Operating Officer 

Kaiser Steel Corporation, Oakland, California (major western U.S. steel 
producer also engaged in mining and shipping) 

Roland A. Kjellandt 

Executive Vice-President, Group Operations 

Kaiser Industries Corporation, Oakland, California 

Robert W. MacPhail 


Executive Vice-President, Operations 
Kaiser Resources Ltd., Vancouver 


lan N. McKinnont 


Chairman 


Consolidated Pipe Lines Company and Consolidated Natural Gas Company 
Limited, Calgary (transportation, purchase and sale of natural gas) 


John W. Poole 
President and Chief Executive Officer 
Daon Development Corporation, Vancouver (real estate development) 


Edward A. Tory 
Partner, Campbell, Godfrey & Lewtas 
Toronto (barristers and solicitors) 


E. D. H. Wilkinson, Q.C.+ 


Partner, Russell & DuMoulin 
Vancouver (barristers and solicitors) 


* Member of the Executive Committee 
+ Member of the Audit Committee 


Officers 


Edgar F. Kaiser 


Chairman of the Board 


Graham R. Dawson 
Vice-Chairman of the Board 


Edgar F. Kaiser, Jr. 


Chairman of the Executive Committee 
President and Chief Executive Officer 


Robert W. MacPhail 


Executive Vice-President, Operations 


Howard E. Cadinha 


Vice-President, Finance and Planning 


Robert H. Gronotte 
Vice-President, Engineering 


John H. Harvie 
Vice-President, Marketing and Sales 


John E. Heffernan 
Vice-President, Terminal Operations and Traffic 


Ward P. Popenoe 


Vice-President, Administration and Assistant Secretary 


Walter J. Riva 


Vice-President, Mining Operations 


Christopher H. Hebb 


Chief Counsel and Secretary 


Peter M. Bradbury 


Treasurer 


Bent H. Larsen 
Controller 


The Board of Directors wishes to acknowledge with ap- 
preciation the services rendered to the Company by 
William B. Macdonald, a director from April 21, 1970 until 
his retirement on April 9, 1976. 


Auditors 


Touche Ross & Co. 
Vancouver 


Transfer Agent 


Canada Permanent Trust Company 
Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal 


Registrar 


National Trust Company Limited 
Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal 


Shares Listed 
Vancouver, Toronto and Montreal Stock Exchanges 
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KAISER 


RESOURCES 


LITHO'D IN CANADA 
AGENCY PRESS LIMITED 


KAISER RESOURCES LTD. 


CONSOLIDATED STATEMENT OF EARNINGS 


(Unaudited) 
(In Thousands of Dollars) 


Three Months Ended June 30 
1975 1974(A) 


$ 64,312 $ 35,544 
903 
36,447 
Cost of products sold DO AN23 
General and administrative(B) . 3,106 
Interest on long-term debt 1,599 
Depreciation and depletion .... 3,258 
Amortization of preproduction 
and developments costs 
Earnings before provision 
for income taxes 

and extraordinary item 

Provision for income taxes . 


Six Months Ended June 30 


1975 


1974(A) 


$113,501 
1,469 


$ 66,378 
1,885 


114,970 
49 762 
85372 
1,406 
6,682 


800 


68,263 
42,892 
5,904 
a Pa) 
6,400 


795 


47,948 
21,749 


9,145 
5,435 


Earnings before extra- 
ordinary item 
Extraordinary income tax 
credit due to 
loss-carry-forward 


Net earnings 


Weighted average number 
of shares outstanding 
(in thousands) 


Net earnings per common share: 
Basic earnings: 
Before extraordinary item . 
Extraordinary item 


20,199 


13229 


SACO) 


5,100 


$ 33,428 


8,810 


24,605 


23,994 


Net earnings 


Fully diluted earnings: 
Before extraordinary item . 
Extraordinary item...... 


Net earnings 


Notes: (A)Reclassified on a basis comparable to 1975. 
(B) Includes property and mineral land taxes. 
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KAISER RESOURCES LTD. 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 


(Unaudited) 
(In Thousands of Dollars) 


Six Months Ended June 30 


1975 1974 
Source of Funds: 
Earnings before extraordipary item ................ $26,199 e327 10 
Items not requiring an outlay of funds: 
Depreciation and de plenone erica eee biaes 6,682 6,400 
Amortization of preproduction and 
development: Coste. Sais wale unre aes e ees 800 n95 
PIRONAISIKONY IKOVE AUN OVONS (EINES san nsswaccscodtauouc 10,449 5,387. 
Total funds provided by operations............ 44,130 16,292 
ESSuance of Capitalestoc kamen yon cal ce ot wae ee 4,594 PS 
Proceeds from-salé Of equipment 2... rg. eis ds. 172 1,681 
RO talesourcevo fekUNnG aarti 48 896 17,998 
Application of Funds: 
Purchase of property, plant and equipment 
and Ot er assets Ge wee ease cats od awa ae hs 8,421 3,440 
Reduction in non-current portion of 
lonseteringdeb tire ewer anche ae 3,495 11,607 
Diet St5.0 open ea re sew inc Be 8 8,810 = 
Total application of funds ...... Se ea DOGI2Z6 15,047 
Net increase iniworking Capmeals.46 G5 <0 822 ess 28,170 2,95. 
Working capital at beginning of period .............. ees WE 4,376 
Working capital-at end-ofgedod .. 22... 0.425. ee. ts $39,687 Sai Sau 


On behalf of the Board: 


Edgar F. Kaiser, Jr., Director. 


Ian N. McKinnon, Director. 


KAISER 


x RESOURCES 


Report to 
Shareholders 
First Half 

of 1975 
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